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~AT&T
Amy L. Alvarez Suite 1000
District Manager ll2O2O~~~Street, NW
Federal Government Affairs Washington DC 20036

202-457-2315
FAX 202-263-2601
email: alalvarez@att.com

May22, 2002

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
~ l2~Street,SW, RoomTWB-204
Washington,DC 20554

Re: Applicationby Verizon-NewJerseyInc.forAuthorizationto ProvideIn-Region.
InterLATAServicesin the StateofNewJersey.WCDocket02-67

DearMs. Dortch:

OnTuesday,May 21, 2002,FrederickPappalardo,MichaelBaranowski,MichaelBoylesandthe
undersigned,all representingAT&T, hadatelephoneconversationwith RichardKwiatkowskiofthe•
Wireline CompetitionBureau’sPricing Policy Division. Duringthis discussion,AT&T providedan
overviewof theanalysisset forth in Exhibit l.a - 1 .c oftheSupplementalDeclarationofMichael R.
Baranowskion behalfofAT&T Corp. submittedon April 30, 2002 (“April 30 ExParte”)andresponded
to specificquestionsrelatingto thesourcesof certaininputsreflectedin thoseExhibits.

Underaforward-lookingswitchingcostmodel,theportionof minuteofuse(MOU) ratethat is
designedto recoverinitial switchinginvestment,whenmultipliedby theassumedtotal minutesofuse,
should,over thelife oftheswitch,recoverexactlythetotal switchinvestment(excludingtheinvestment
recoveredthroughtheportcharge).The switchusagerateanalysisin AT&T’s April 30 Ex Partetested
this conceptusingVerizon’s NewJerseyswitchingrates,andfoundthat theseratesfailedthe test.
Specifically,AT&T demonstrated,usingtheVerizonswitch costmodeladoptedby theNewJerseyBoard
ofPublic Utilities to establishUNE switchingcostsandrates,thatVerizon’s NewJerseyswitchingMOU
ratewill generatea significant(149%)over-recoveryofforward-lookingswitchinginvestment.SeeApril
30 Ex parte,Exhibit l.a-i.c. A majorcontributorto thisover-recoveryis Verizon-NewJersey’srate
designproposalthat includesaseparateadditivefor verticalfeaturesusagewith its switchusagecharges.

In responseto inquiriesregardingthesourcefor specificdatacontainedin theApril 30 Ex Parte,
AT&T explainedthat theSCISdataunderiyingExhibits l.a - l.c wereproducedby Mr. Baranowski
usinginformationsuppliedby Verizon modifiedby uncheckingthe “Setup-System-ISDNMiscellaneous
Options- WeightInvestmentsforPOTSLineson ISDNPeripheralswith OtherPOTSLines?”option.
This settinginstructstheSCISmodel to moreclearlydisaggregateits investmentandline countoutputs
betweenanalogandTR-303service,therebyproducingdisaggregátedinvestmenttotals. It wasshown.
that thedatasetforth in theexhibits wereextractedfrom theVerizon switchcostmodelssubmittedby
Verizonin theabove-referencedproceeding.



Lastly,-AT&~T-explained~ calculationof switch
usagecostinsteadofamoretraditionalandstraightforwardtopdown analysiswheretheusagerelated
portionoftotal switchinvestmentis spreadover theprojectedminutesof useintroducesunnecessary
layersofcomplexity into theUNE ratedevelopmentprocess.An exampleof this complexityandacause
of the over-recoveryofits costsis Verizon’sdecisionto includeaverticalfeaturescomponentto the
minuteofuserateeventhoughverticalfeaturecostsgenerallyarenot traffic-sensitive.

Oneelectroniccopyof this Noticeis beingsubmittedto theSecretaryoftheFCC in accordance
with Section1.1206oftheCommission’srules.

Sincerely,

cc: Alexis Johns
RichardKwiatkowski
SusanPie
JoshuaSwift
Ann Berkowitz


